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Abstract 
There is a growing body of literature that recognises the importance of human resource management 
practices (HRM practices) in enhancing the organizational performance. The purpose of this study is to 
propose a framework of key human resource (HRM) practices that can contribute to the performance of 
the organization. The nature of what is the best HRM practice are remains unclear. Based on previous 
research, some studies have reported mixed findings. Therefore, this paper proposed organizational 
climate as a potential moderator on the relationship between HRM practices and organizational 
performance.  
 





In today’s dynamic business world, an organization must stay competitive to ensure the success 
of the organization. Hence, the success is derived from the performance of an organization. In a nutshell, 
performance is a key variable of interest for the researchers and academician to study.  
Performance plays a critical role and become a key variable of interest for the researchers, 
academicians and managers as it is the ultimate outcome that can contribute to the success of the 
organizations (Imran, Majeed, & Ayub, 2015). Evidence suggest that one resource which has been the 
key factor to the performance that is common to all organization is that of human resource (Sheehan, 
2014). Human resource is the most crucial assets in the organization. Therefore, the key aim of HRM 
practice is to influence and change the ability of employees, motivate them to achieve the strategic goal 
of the organizations (Chen, 2011). HRM practice concern the management of employee within 
organizations and become the best way of utilizing internal resources that influence performance of the 
organization. Regardless of the type of the organization, all firms need to use the HRM practice in 
managing their workforce  
Previous empirical studies has suggested various HRM practices that foster organizational 
performance (Arthur, 1994; Beh & Loo, 2013; Huselid, 1995; Wright, Gardner, & Moynihan, 2003). 
However, it is not clear which practices is consider best practices; individual practice or bundles of HRM 
to be considered  due to some scholars used individual practice while others used bundles.  
Organizational performance and HRM have received much attention in the field of behavioural 
sciences indicating that there is a relationship between HRM practices and the performance (Becker & 
Gerhart, 1996; Georgiadis & Pitelis, 2012; K. Singh, 2004). Hence, this study presents a set of three key 
of HRM practices such as selective hiring, training and development and compensation. Further, this 
study verifies whether this set of HRM practices affects performance. Past literature showed that there 
were inconsistencies and mixed reporting (Saridakis, Lai, & Cooper, 2017; Tzabbar, Tzafrir, & Baruch, 
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2017), some studies reported to be positive significant relationship (Becker & Gerhart, 1996; Sheehan, 
2014), while others proved the relationship to be insignificant findings (Vlachos, 2008). 
The present study will consider three of HRM practices (selective hiring, training and 
development, compensation) on performance to be moderated by organizational climate (OC) as 
pontential moderating variable. Debate continues about the best practice of HRM for the organizational 
performance (Tzabbar et al., 2017) and both links remain contested and controversial.  
As there is need for moderating variables to improve the relationship (Baron & Kenny, 1986), this 







2.1 Organizational Performance 
Organizational performance is the ultimate variable of interest for scholars in any area of 
management. Organizational performance is generally used as dependent variables in academic 
literature today. At the same time, it remains one of the most indefinite and important constructs that 
faced so much attention by different scholars (Shook, 2005). Moreover, organizational performance has 
been the most important issue for every small or large companies. That is why academic researchers as 
well as practitioners gave much attention to discover the determinants of the organizational performance 
and what are the machineries that can influence, positively or negatively, the organizational performance 
(Jing & Avery, 2011).  
However, there is still lacking of studies pertaining to the relationship between organizational 
performance and human resource management. In particular, HRM practices such as empowerment, 
extensive training and performance-contingent incentive compensation are widely believed to improve the 
performance of organizations (Pfeffer, 1994). The common thought of these studies is that human 
resource practices affect organizational performance.  
 
2.2 Human Resource Management  
 
HRM has become one of the most popular topics within the management literature. The practices 
considered to be discussed in the relationship between organizational performance are selective hiring, 
training and development and compensation. 
2.2.1 Selective Hiring 
According to Vlachos (2008) selective hiring is one of the key practice that improve performance 
of the company. In most organization, selective hiring is main activities of HRM. Selective hiring can be 
defined as the process of attracting potential applicant to the required positions as per offered by the 
organization (Fathi Mohamed Abduljlil, Kamal, & Khairi, 2015). Therefore, selecting the right employees is 
important for performance (Dessler, 2015).  
Several studies (Delaney & Huselid, 1996; Sohel & Schroeder, 2003) examined the effect of 
selective hiring on organizational performance has confirmed a positive and significant relationship. 
Hence, it could be hypothesized as: 
 
H1a: There is relationship between selective hiring and organizational performance 
 
eISBN 978-967-0910-76-5 611
Conference on Business Management 2017 




2.2.2 Training and Development 
Training has been considered as one of the key practices in human resource management 
(Boselie, Dietz, & Boon, 2005; Salleh & Sulaiman, 2017; Sari, 2009) and considered as the core of 
organizational practice. According to Antwi, Opoku, Seth, & Margaret (2016) training and development 
comprise of several activities such as implementation of staff training & development plans in order to 
ensure the staff  have career opportunities in the organization. In other words, training refers to activities 
that teach employees how to perform better in their current job. 
A number of authors have considered the effects of training and development towards 
organizational performance (Huselid, 1995; Intan, CF, & Galang, 2011). According to Singh (2016) 
training and development of employees is benefit to the organizations which seek to gain competitive 
advantage through a highly skilled & flexible workforce. Similarly, Kaya, Koc, & Topcu (2010) pointed out 
that training and development become a necessity to the employees in sustaining and improving their 
work. Furthermore, training programs may help employees to acquire the necessary knowledge and skills 
to work effectively for the organization.  
Several studies have found positive results on the relationship between training and development 
and organizational performance for instances, the study conducted by Harel & Tzafrir (1999) and Singh 
(2016).  
In a similar study, Aguta & Balcioglu (2015) has shown that an adequate training to employees is 
positively related to organizational performance. In the same vein,  Miah & Islam (2017) found that 
training positively significant with organizational performance.  
Therefore, to make sure employees perform their work effectively, it is mandatory for an 
organization to develop the training programs that could enhance the employee’s knowledge.  
Hence, it could be hypothesized as: 
 




Compensation is described as a package of quantifiable incentive or reward that has been given 
to employees (Gomez-Mejia, Balkin & Cardy, 2010). The objective of giving the compensation is to 
encourage employees to perform job effectively according to organization’s goal. Compensation is 
important to organization as it can remain the employee skill towards the organization (Shieh, 2008). A 
systematic compensation design could be implemented to the organization with system that is fair 
internally and competitive externally. Critics have also argued that compensation is not for influencing and 
stimulating employee action that can lead to profit gains. In contrast, Pfeffer (1994) argued that 
compensation should be given to the employees as incentive pay. 
 Numerous studies were conducted between compensation and organizational performance and 
found links and positive significant relationships. For instance,  Delery & Doty (1996) has identified 
performance-based compensation as the single strongest predictor of firm performance. In a similar study, 
Vlachos (2008) found compensation policy was correlated with the perceived sales, product quality, 
production cost and overall firm performance.Therefore, compensation is important and become major 
element for every organization to influence the employees.  
Hence, it could be hypothesized as: 
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2.3 Organizational Climate (OC) as a potential moderator on the relationship between HRM 
practices and organizational performance (OP) 
 
Over the past four decades, the impact of organizational climate on organizational performance has 
interested both academics and practitioners (Clark, 2002; Jing, Avery, & Bergsteiner, 2011). However, the 
debate about the definition of organizational climate has become an academic. To date, a major 
contribution to the area of organizational climate was made by Litwin and Stringer (1968).  
There have been several studies in this area have suggested that climate perceptions are 
associated with an outcomes such as school performance (Vashdi, Vigoda-Gadot, & Shlomi, 2012) 
performance (Haakonsson, Burton, Obel, & Lauridsen, 2008; Kubendran, Nagi, & Muthukumar, 2013) 
and job satisfaction (Faizuniah, Khulida Kirana, Johanim, Mohd Faizal, & Zulkiflee, 2011). Bowen and 
Ostroff (2004) defined organizational climate as a shared perception of the organizational members on 
what the organization is like in terms of practices, policies, procedures, routines and rewards.  
Similarly, organizational climate is defined as a condition where an individual’s perception on the 
environmental conditions internal of the organization which can  influences the performance of the 
organization (Ali, Yamin, & Ansori, 2016). 
 There is some studies used organizational climate as a moderating variable but still not 
supporting the studies (Vanhala & Stavrou, 2013).  
The findings indicated that organizational climate is a strong predictor of organizational performance 
(Umoh, Amah, & Wokocha, 2013). To date, organizational climate has not been studied as a potential 
moderator of relationships between HRM practices and organizational performance. 
In general, from the above empirical evidences we got to understood that organizational climate has been 
used as moderating variable and yield significant positive result. Based on this, the present study will 
employ OC to moderate the relationship between the three HRM practices (selective hiring, training and 
development, compensation) and organizational performance.  
Hence, the moderating hypothesis will be develop as: 
 
 H4: OC relates to organizational performance 
 H5: OC moderates the relationship between selective hiring and organizational performance 
 H6: OC moderates the relationship between training and development and organizational 
       performance 
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Proposed Conceptual Framework 
Based on the above theoretical and empirical discussion, a proposed framework illustrating the 
moderating effect of organizational climate on the relationship between HRM practices and organizational 





























PROPOSED METHODOLOGY  
 
 
This study uses a quantitative approach to investigate the relationship between HRM practices 
and organizational performance. The primary data will be collected using a structured questionnaire 
which will be adopted from several scholars in the particular area. Unit analysis of this paper is an 
organization which will be represented by HR managers from the SME manufacturing industry. 
Population will be selected by using systematic sampling from the Federation of Manufacturing Malaysia 
directory.  In determining of sample size, a  sample size table of Krejcie and Morgan (1970) will be used. 
SmartPLS 3.0 will be used for the data analysis. PLS-SEM is a second generation analysis 
technique which came to overcome the shortcomings of the first generation statistical techniques like of 
Manova, Factor analysis, Analysis of variance and it also considered important in testing measured, latent 


















Conference on Business Management 2017 




CONCLUSION AND DISCUSSION 
 
In this study, three essential HRM practices are recognized. This paper proposed the moderating role of 
organizational climate on the relationship between HRM practices and organizational performance, as 
depicted in Figure 1. It is hope that if the proposed framework empirically validated, finding will provide 
important insight to the policy makers, academicians and practitioners as well as organizations to look 
into the significant direct effect of HRM practices on organizational performance as well as the indirect 
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